The views regarding the role and the need for state development banks have evolved in the 20th century, from considering their role as very important in the 1950s, through the stance of their inadequacy and ineffectiveness, to a renewed interest for public development banks at the beginning of 21st century. In this study we will concentrate on the state development banks as an important instrument of state financial support to small and medium sized enterprises (SMEs). The Republic of Srpska Investment-Development Bank (RSIDB) provided the empirical context for our research. By applying the Mann-Whitney U Test and the correlation analysis the authors examined the effect of RSIDB loans on certain business performance indicators of SMEs. From the results of Mann-Whitney U Test it can be concluded that the average sales, number of employees and net profit in the five-year period after using the RSIDB loan is statistically significantly higher for the RSIDB borrowers compared to non-borrowers. The results of correlation analysis show that there is statistically significant positive correlation of medium strength between the use of RSIDB loans and the total sales, net profit and number of employees in the 5-year period after using the RSIDB loan. The study showed the positive impact of RSIDB loans on the growth of sales, net profit and employment of SME borrowers.
Introduction
Different studies emphasised the significance of small and medium-sized enterprises (SMEs) and entrepreneurship in promoting economic development, income and employment as well as in reduction of poverty (Storey & Johnson, 1987; Acs & Audretsch, 1988; Carree & Thurik, 2010; Ayyagari et al., 2011) . In developing countries, small and medium enterprises account for more than ninety percent of all enterprises, more than sixty percent of the total employment and more than sixty percent of GDP, as shown in IFC research (IFC, 2010) .
In transition economies neoliberal policies of privatisation, liberalisation of trade and capital markets, deregulation and minimisation of the role of the state have led to the collapse of large enterprises and conglomerates, to a large number of bankruptcies and liquidations and, consequently, to deindustrialisation, leading to a high unemployment rate and a decline in life standard of the population. The survived enterprises and the weak private sector that is developing, compete with businesses from developed economies that had continuous development, as well as with large transnational companies, not only in foreign markets, but also in the domestic market. While the importance of SMEs has increased since the 1980s, the dominant economic structure remains largely oligopolistic (Stiglitz, 2016) . In the USA "several hundred major corporations dominate the economy" (Samuelson & Nordhaus, 2015, p.119) . In the EU, too, large enterprises continue to play a significant role in creating an added value and employment. In 2016, large enterprises participated with 43.2% in added value and with 33.4% in total employment in the EU (European Commission, 2017) .
In many transition economies almost the entire structure of the economy is made up of small and medium enterprises. For example, in Bosnia and Herzegovina 99% of enterprises are micro, small and medium (Central Bank of BiH, 2016) . If transition economies want to develop their own economy, they have no choice but to develop the existing economic structure, i.e. their small and medium sized enterprises. How, under such conditions, can the state help SMEs to survive and strengthen?
The objective of the paper is to explore the effect of state development banks on the SMEs performance and growth. The subject of the study is to analyse the impact of the Republic of Srpska Investment-Development Bank (RSIDB) loans on selected business performance indicators of SME borrowers: sales, profit and employment.
The paper is structured as follows. After the introductory section, Part 2 provides a literature outline. Part 3 describes the empirical context of the Republic of Srpska, while Part 4 describes the methodology of research. The results of the research are presented in Part 5, while conclusions are presented in Part 6.
Literature Review
Access to funding is one of the most important difficulties for the growth of small and medium enterprises. Especially in developing countries, the capital is critical missing element to SMEs (Ferranti & Ody, 2007) . Enhancing access to finance is a key area of public policy support for small businesses (Stiglitz, 1996; Storey, 2008) . Beck et al. (2008) find that certain characteristics of the banking system create unfavorable lending conditions for SMEs, such as: less exposure to small businesses compared with large one, charging higher interest rates and fees to SMEs and having more non-performing loans.
Provision of funding sources for SMEs is recognised as a particular problem in transition countries (Leeds et al., 2003) . Ateljević et al. (2014) explored the factors that had a constraining effect on the development of SME sector in Serbia. They find that public financial support is very important for the growth of SMEs in Serbia. Strengthening incentives by the Republic of Serbia Development Fund causes increase in gross value added and growth of small and medium sized enterprises.
Along with growth of the SME sector, the government has been proactive in providing the support mechanisms for SMEs and entrepreneurs (Hallberg, 1999; Stiglitz & Ellerman, 2000; Storey, 2008; Smallbone & Welter, 2010) .
In this study we will concentrate on the state development banks as an important instrument of state finacial support to SMEs.
The views regarding the role and the need for state development banks have evolved in the 19 th and 20 th century, and were related with dominant theories of economic development. Industrialisation in many countries in the 19 th century and in the beginning of the 20 th century was realised by long term loans provided by state development banks (Ozturk et al., 2010) . The Keynesianism as dominating development paradigm in the 25 year period after the World War II (Palley, 2004) , as well as the demands for reconstruction in that period, initiated another trend of state development banks (Yeyati, 2004) .
Keynes ' (John Maynard Keynes, 1883 -1946 ideas influenced both economic theory and economic policy. According to Keynes, the central controls needed to provide full employment involved a great enlargement of the state functions. One of these important government's function is investment. In its famous General Theory Keynes quote: "It is the policy of an autonomous rate of interest, unimpeded by international preoccupations, and of a national investment programme directed to an optimum level of domestic employment which is twice blessed in the sense that it helps ourselves and our neighbors at the same time…" (Keynes, 1936, p. 217) . Concerning the determination of the volume of investment he says: "I conclude that the duty of ordering the current volume of investment cannot safely be left in private hands" (Keynes, 1936, p. 200) . Keynes, therefore, found an important role of the state in determining the volume of investment.
The theories and models of other development economists of that period, such as Arthur Lewis, Gunnar Myrdal, Paul Rosentein-Rodan, Walter Rostow, Alexander Gerschenkron, highlighted the significance of investment, promoted intervention of state in high-priority industries and emphasised the need for state development banks to direct the needed capital (Bruck, 1998; De Olloqui, 2013) . By the 1970s, forty percent of the largest banks' assets in developed countries and sixty five percent of assets of the largest banks in developing nations were owned by the state (Yeyati, 2004) .
Following the predominant neoliberal economic policy codified in the Washington Consensus in the late 1980s and 1990s, there was a shift in considering the role of the state in the economy. Economic policy oriented toward reducing the state's role in the economy, toward privatisation and liberalisation of markets. This led to a wave of privatisations and liquidations of public banks in many countries (Gutierrez et al., 2011) .
At the beginning of the 21st century the renewed interest and need for public development banks has been noticeable not only in developing countries but also in developed one. The public development banks had a countercyclical role in the global financial crisis which started in 2008 (Ozturk et al., 2010 De la Torre et al., 2011; De Luna-Martínez & Vicente, 2012; De Olloqui, 2013) . That was the case with the European Investment Bank (EIB) that provided loans to SMEs in the period of important loan decrease of private banks to small and medium sized enterprises (Griffith -Jones et al., 2011) . Also, the World Bank studies show that public banks had a significant role in financing small and medium enterprises in many countries (Beck et al., 2008; Roche et al., 2011) .
The Empirical Context of the Republic of Srpska
In the economy of the Republic of Srpska, small and medium-sized enterprises (SMEs) and entrepreneurs dominate in the number and the income they generate, as well as in the employment and export. In 2017, SMEs and entrepreneurs accounted for 99,8% of all business entities in the Republic of Srpska, participated with 73% in sales, 76% in net profit, 71% in export, and with 72% in employment (Republic of Srpska Agency for SME Development, 2018). As SMEs generate important percentage of sales, profit, export and employment they are significant factor in the economy of the Republic of Srpska.
The following table shows the structure of business entities in the Republic of Srpska in the period 2012-2017. The following Figure In Figure 2 we see that the number of employees in the SME sector and entrepreneurs slightly increased in the period 2008-2010 from 138.108 employees in 2008 to 145.017 employees in 2010, then it has been falling in the period 2011-2013, and stagnating in the period 2014-2016. In 2017, there was an increase in the number of employees in the SME sector and entrepreneurs for 9.36% related to previous year, which represents the second highest value of the observed 10-year period.
Total sales generated by SMEs and entrepreneurs oscillated in the observed period, with the highest value realised in 2011 in the amount of KM 13,96 billion, and with the lowest value realised in 2013 in the amount of 10,54 billion of KM. In 2016 and 2017 there was an increasing trend of total sales, amounting to 13,45 KM billion in 2017, which represents the second highest value of the observed 10-year period.
In Bosnia and Herzegovina (BiH) and the Republic of Srpska, as one of its two entities, the authorities have a limited influence on macroeconomic policy. Out of three basic instruments of macroeconomic policy: "monetary policy, tax policy and exchange rate policy" (Samuelson & Nordhaus, 2015, p. 408) , BiH has the influence only on tax policy. With the implementation of the orthodox currency board in BiH, monetary independence has been lost, as well as the monetary policy as a macroeconomic instrument. The only instrument of monetary policy is mandatory reserve, which is without impact because banks hold significantly more funds above mandatory reserve in their accounts with the Central Bank. For example, the total bank reserves at the end of 2016 were 4,20 billion КМ, out of which the mandatory reserve is 2,01 billion КМ, and the funds above the mandatory reserve 2,19 billion КМ (Central Bank of BiH, 2017) . Also, fixed exchange rate of KM linked with EUR disable any exchange rate policy. The banking sector finances consumer spending with high interest rates, and very cautiously finances business sector, causing insufficient investment in production. As stated in the Annual Report of the Central Bank of BiH for 2015 "... the banking sector does not follow the part of the economy that contributes to the growth of industrial production…. The annual growth rate of loans to private nonfinancial companies was largely negative, indicating a stagnation of investments and stricter conditions for the approval of new loans" (Central Bank of BiH, 2016, p. 28) . It is obvious that there is a problem of insufficient investments in BiH, although there is significant amount of savings, which has a steady growth.
In such conditions, we will explore the impact of state development banks as an important instrument for stimulation of investment and, consequently, the domestic employment.
The Republic of Srpska Investment-Development Bank
The Republic of Srpska Investment-Development Bank (RSIDB) provided the empirical context for our research.
The Republic of Srpska Investment-Development Bank was founded in December 2006 by the Republic of Srpska Government. The RSIDB strategic objectives are encouraging investment and stimulation of the Republic of Srpska development. Support to small and medium enterprises, support to production to reduce the trade deficit and support to employment increase are among several identified priority objectives.
Between April, 2008 and 12 th April 2018 the RSIDB approved 10.254 loans in the amount of 1,54 billion KM (EUR 787 million) through different credit lines: loans for start-up activities, loans for micro business in agriculture, loans for agriculture, loans for SMEs, housing loans, loans to local governments etc (Republic of Srpska Investment Development Bank, 2018). The participation of RSIDB loans in total loans to business sector in the Republic of Srpska has increased significantly in previous years. While in 2008 it amounted to 6%, in 2014 it was increased to 22.5%, while in April 2018 the share of RSIDB loans in total loans to enterprises in the Republic of Srpska rose to 40%.
The Republic of Srpska Investment-Development Bank is the most important tool of state funding for small and medium enterprises and entrepreneurship in the Republic of Srpska. The aim of this paper is to explore the effect of the RSIDB on the SMEs performance and growth.
Methodology of research
In an effort to explore the effect of the Republic of Srpska InvestmentDevelopment Bank loans on selected business performance indicators of SME borrowers: sales, profit and employment, we will empirically test the following hypotheses:
H1: The RSIDB loans had a positive impact on the sales growth of SME borrowers. H2: The RSIDB loans had a positive impact on the net profit growth of SME borrowers.
H3: The RSIDB loans had a positive impact on the employment growth of SME borrowers.
The sample consists of 170 SMEs from the Republic of Srpska, out of which 113 SMEs used RSIDB loan in year 2008 as the first year of RSIDB operation (RSIDB borrowers), and a control group of 57 SMEs that did not use RSIDB loan in the period 2008-2013 (RSIDB non-borrowers or the control group). The group of RSIDB borrowers consist of all SME's borrowers of RSIDB from the year 2008, except 3 enterprises that have achieved extremely high or extremely low values of selected indicators in the observed 5-years post loan period. The control group was selected by random sample method stratified by type of business activity, geographic disperse and organisational form (limited liability or stock holder company) that correspond to a group of users. The data sources were:
a) The RSIDB loan database available on the RSIDB website www.irbrs.org, b) The Republic of Srpska Chamber of Commerce and Industry for information on sales, net profit and employment, c) The database of the Republic of Srpska Economic Register available at www.business-rs.ba that was used for the selection of the control group.
We collected information on sales, profit and employment from the financial reports for 170 SMEs in the 11-year period, from 2003 to 2013, that means from the 5-year period before using the RSIDB loan (2003) (2004) (2005) (2006) (2007) to the 5-year period after using the RSIDB loan (2009) (2010) (2011) (2012) (2013) .
In Table 2 the descriptive statistics of the sample is presented.
The value of the variables is given in the Attachment.
The statistical tests that we will use in the data analysis are Kolmogorov-Smirnov test, Man-Whitney U Test and the correlation analysis. We will explore whether there is a statistically significant correlation between the public financial support in the form of RSIDB loans and performance indicators of SMEs borrowers (sales, profit and employment). These statistical tests were carried out by the statistical programme SPSS (Statistical Package for the Social Sciences, Version 22).
Results and discussion
In order to be able to make a decision about the type of statistical tests we will use (parametric or non-parametric), the authors examined the distribution normality of variables. Kolmogorov-Smirnov is a test used to estimate the distribution normality. By the Kolmogorov-Smirnov test we will examine the normal distribution of the following variables: For each of the four variables, the Kolmogorov-Smirnov test examined the zero hypotheses that the variable has a normal (i.e. Gauss) distribution, with a calculated Mean and Standard Deviation, as well as a Significance Level (Asymp. Sig-2-tailed) shown in the table above. Since the selected significance level is 0.05, this means that the zero hypothesis is accepted if the level of significance is bigger than 0.05. Otherwise, when the level of significance is less than 0.05, the zero hypotheses is rejected. The rejection of the hypothesis allows us to claim with 95% confidence that the data have no normal distribution.
The results of the Kolmogorov-Smirnov test are presented in the following table. 
Source: SPSS output
For all variables tested in table 3 the significance level is less than 0.05 (Asymp. Sig. 2-tailed = 0.000<0.05), which means that the test rejects the distribution normality hypothesis for all tested variables, which allows us to claim with 95% confidence that the data have no normal distribution.
Mann-Whitney U test
Mann-Whitney U test is used to compare differences between two independent groups when the dependent variable has no normal distribution 1 . With this test, we will examine whether the business performance indicators (sales, employment and profit) in the five-year period after use of the RSIDB loans differ for RSIDB borrowers and non-borrowers. The sample is, therefore, divided into two groups: RSIDB borrowers and RSIDB non-borrowers. The use/non-use of a RSIDB loan is an independent dichotomous variable.
Dependent variables are:
 Average sales in the five-year period after using the RSRSIDB loan (2009-2013)  Average number of employees in the five-year period after using RSRSIDB loan (2009-2013)  Average net profit in the five-year period after using the RSRSIDB loan (2009) (2010) (2011) (2012) (2013) . The ranking table gives the mean rank and the sum of ranks for the two tested groups (the RSIDB borrowers and the RSIDB non-borrowers). It shows which group has higher levels of given indicator (sales, number of employees and net profit), which is a group with a higher mean rank.
It is evident that the mean ranks for all three variables of the RSIDB borrowers increased in the five-year period after using of the RSIDB loans (2009) (2010) (2011) (2012) (2013) comparing to the pre-loan period (2003) (2004) (2005) (2006) (2007) : the mean rank for average sales in the post-loan period is 102.95 compared to 94.10 in the previous period, for average number of employees the mean rank is 102.61 vs. 92.83 in the previous period, and for average net profit the mean rank is 100.14 vs. 95.12 in the previous period.
On the contrary, the mean ranks for all three variables of the RSIDB nonborrowers decreased in the five-year period after using of the RSIDB loans (2009) (2010) (2011) (2012) (2013) 
Source: SPSS output
The results of the Mann-Whitney U Test are presented in Table 5 . The SPSS calculated the values of Mann-Whitney U test, as well as the values of Wilcoxon's W, which represent the sum of rankings for a smaller sample, in this case for a sample of the RSIDB non-borrowers. The Mann-Whitney U Test examined the zero hypotheses for all variables that the distribution of the variable is the same for the RSIDB borrowers and for the RSIDB non-borrowers.
For all variables, the test result is statistically significant at the level Asymp. Sig. (2-tailed)<0. 05 . This means that all tested zero hypotheses that the distribution of the variable is the same for RSIDB borrowers and non-borrowers are rejected. As we have seen, the distributions of RSIDB borrowers and non-borrowers have significantly different mean ranks for all tested variables.
From the results of Mann-Whitney U Test, it can be concluded that the average sales, number of employees and net profit in the five-year period after using the RSIDB loan are statistically significantly higher for the RSIDB borrowers compared to non-borrowers.
Correlation analysis
Since the assumption of the normality of the distribution of the variables is violated, as showed by the Kolmogorov-Smirnov test, the authors will explore the strength and the direction of the relation between the variables by non-parametric correlation: Kendall's tau_b and Spearman's rho coefficients of correlation. We will explore whether there is a statistically significant correlation between the use of RSIDB loans and the SMEs performance indicators: sales, profit and employment in the 5-year period after using the RSIDB loan.
By non-parametric correlation analysis, we will examine the strength and direction of the relation between:
 The use of the RSIDB loan and the average sales in the 5-year period after loan (2009) (2010) (2011) (2012) (2013) ,  The use of the RSIDB loan and the average number of employees in the 5-year period after loan (2009) (2010) (2011) (2012) (2013) ,  The use of the RSIDB loans and the average net profit in the 5-year period after loan (2009) (2010) (2011) (2012) (2013) .  The use of the RSIDB loans is presented through the dichotomous categorical variable "RSIDB Borrower/ RSIDB Non-borrower ".
As there is no full agreement in the statistical literature on the interpretation of the correlation coefficients, we will take the interpretation of correlation coefficient scale according to Cohen (1988): -0.10 to 0.29 small (poor) correlation, -0.30 to 0.49 medium (moderate) correlation, -0.50 to 1.0 large (strong) correlation of variables.
The following table shows the results of the non-parametric correlation analysis with correlation coefficients Kendall's tau b and Spearman' rho, the statistical significance (Sig. 2-tailed) and the sample size (N). 
Source: SPSS output
The results of correlation analysis show that:
1) There is statistically significant positive correlation of medium strength between the use of RSIDB loans and total sales in the 5-year period after using RSIDB loan:
Correlation coefficient Kendall's tau_b τb=0,410, Sig.= 0,000 => Sig. <0,01, Correlation coefficient Spearman's rho ρ=0,501, Sig.= 0,000, => Sig. <0,01.
2) There is statistically significant positive correlation of medium strength between the using of RSIDB loans and net profit in the 5-year period after using RSIDB loan:
Correlation coefficient Kendall's tau_b τb=0,350, Sig.= 0,000 => Sig.<0,01, Correlation coefficient Spearman's rho ρ=0,421, Sig.= 0,000 => Sig.<0,01.
3) There is statistically significant positive correlation of medium strength between using of RSIDB loans and the number of employees in the 5-year period after using RSIDB loan:
Correlation coeff. Kendall's tau_b τb=0,403, Sig.= 0,000 => Sig.<0,01, Correlation coeff. Spearman's rho ρ=0,491, Sig.= 0,000 => Sig.<0,01.
Conclusion
The state development banks have had a significant role in the industrialisation of many countries in 19 th and at the beginning of 20 th century. Also, Keynesian interventionist economic policies after the Second World War in many Western economies involved a broadening of the state roles, highlighted the significance of national investment programmes aimed at an optimum level of domestic employment and developed state development banks in order to direct the needed capital to priority sectors. Neo-liberal economic policy codified in the Washington Consensus in the late 1980s and 1990s that oriented toward reducing the state's role in the economy led to a wave of privatizations and liquidations of public banks in many countries. After the global credit crisis that began in 2008 the renewed interest and need for public development banks has been noticeable.
The empirical study on the example of the Republic of Srpska Investment Development Bank and the representative sample of 170 SMEs confirmed all three set hypothesis of the research. The study confirmed that the RSIDB loans had positive impact on sales growth, net profit growth and employment growth of SME borrowers. The results of correlation analysis showed that there was statistically significant positive correlation of medium strength between the use of RSIDB loans and total sales in the 5-year period after using RSIDB loan, between the use of RSIDB loans and net profit, as well as between the use of RSIDB loans and employment.
In transition and developing economies with SMEs facing the lack of financing by private banks, state development banks can be an important instrument for stimulation of investment and domestic employment.
Some of recommendations for authorities in order to support public development banks to be successful would be: to define a clear mandate of public development banks linked with government policy on selected economic sectors, professional and competent management with independent boards, and protection from political pressures to finance bad projects. State development banks can be an important instrument for supporting SMEs growth and performance.
UTICAJ DRŽAVNE FINANSIJSKE PODRŠKE NA POSLOVANjE
MALIH I SREDNjIH PREDUZEĆA Apstrakt: Gledišta o ulozi i potrebi za državnim razvojnim bankama mijenjala su u XX vijeku od shvatanja o njihovoj neophodnosti 1950-ih godina, preko gledišta da one stvaraju neefikasnosti i distorzije, do ponovnog zanimanja za državne razvojne banke početkom XXI vijeka. U ovom radu pažnja je usmjerena na državne razvojne banke kao važan instrument državne finansijske podrške malim i srednjim preduzećima (MSP). Empirijski kontekst za naše istraživanje obezbijedila je investiciono-razvojna banka Republike Srpske (IRBRS). Primjenom Men-Vitni testa i korelacione analize istražili smo uticaj kredita IRBRS na odabrane pokazatelje poslovanja malih i srednjih preduzeća. Iz rezultata testa Men-Vitni može se zaključiti da su prosječan ukupan prihod, broj zaposlenih i neto dobit u petogodišnjem periodu nakon korištenja kredita IRBRS statistički značajno veći kod korisnika kredita IRBRS u poređenju sa ne-korisnicima kredita IRBRS. Takođe, rezultati korelacione analize pokazuju da postoji statistički značajna pozitivna korelacija srednje jačine između korišćenja kredita IRBRS sa jedne strane i ukupnog prihoda, neto dobiti i broja zaposlenih u petogodišnjem periodu nakon korišćenja kredita IRBRS, sa druge strane. Istraživanje je pokazalo pozitivan uticaj kredita IRBRS na rast ukupnog prihoda, neto dobiti i zaposlenosti kod malih i srednjih preduzeća korisnika kredita.
Ključne reči: državne razvojne banke, mala i srednja preduzeća, pokazatelji uspješnosti poslovanja, ukupan prihod, dobit, broj zaposlenih. 
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